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Casino  detractors  have  long  argued 
that  harmful  side  effects—prob-
lem  gambling,  higher  crime  rates, 
increased  traffic  congestion,  and 
lower housing prices—make gaming a 
bad bet as an economic development 
strategy.    The  public  benefits  are 
straightforward  enough:  Foxwoods 
and  Mohegan  Sun  add  millions  to 
State  coffers  every  year.    Gauging 
public  costs  is  a  bit  dicier.    But 
Connecticut’s  experiment  in  casino 
gaming, together with data from the 
U.S. Census and other sources, allows 
us to test for these so-called “nega-
tive externalities.”  In Connecticut at 
least, the evidence of any significant 
adverse spillover effects from the trib-
al casinos just isn’t in the cards.
	 Gambling,	 long	 spurned	 as	 a	
criminal	vice	and	consigned	to	dingy	
backrooms	 and	 dank	 alleyways,	 has	
gone	 legit,	 becoming	 a	 big,	 glitzy,	
mainstream	 business.	 After	 its	 intro-
duction	 in	 Nevada	 in	 1931,	 com-
mercial	 casino	 gaming	 took	 45	 years	
to	 establish	 another	 beachhead	 in	
Atlantic	City,	New	Jersey.	Then	in	a	
sudden	 five-year	 spurt	 beginning	 in	
1989,	ten	other	states	legalized	com-
mercial	 casino	 operations.	 	 At	 about	
the	 same	 time,	 Congress	 passed	 the	
federal	Indian	Gaming	Regulatory	Act	
(IGRA),	which	sanctioned	high-stakes	
gaming	 on	 Native-American	 reserva-








WINTER OF OUR DISCONTENT
	 Despite	 the	 allure	 of	 a	 thriv-
ing	 industry,	 casino	 gaming’s	 grand	
Connecticut	opening	in	February	1992	
stirred	up	a	blizzard	of	controversy.		In	
eastern	 Connecticut,	 where	 the	 pros-
pect	 of	 flashy	 casinos	 threatened	 the	
tranquility	of	sleepy	towns,	opposition	
was	 especially	 loud	 and	 impassioned.	 	
Moral	 objections	 to	 gambling	 hav-
ing	 receded	 over	 time	 with	 society’s	
growing	 tolerance,	 opponents	 instead	
built	their	case	against	the	casinos	on	
the	perceived	negative	social	impacts.	 	
Chief	 among	 the	 charges:	 legalized	
gambling	entails	lost	tax	revenue,	pro-
motes	problem	gambling,	contributes	
to	 traffic	 congestion,	 increases	 crime	
and	lowers	property	values.		
	 Have	 the	 fears	 of	 gaming	 foes	
been	 confirmed?	 	 Let’s	 turn	 to	 some	
evidence.
	 Elsewhere	 in	 this	 issue	 Dennis	
Heffley	 and	 MaryJane	 Lenon	 closely	
track	the	fiscal	trail	of	the	casinos	(see	
page	 8).	 The	 footprints	 are	 hard	 to	
miss.		Indian	reservations	hold	sover-
eign	nation	status,	so	they	are	exempt	
from	 state	 and	 local	 taxation.	 	 The	





wagered	 less	 dollars	 paid	 out)	 to	 the	
state.	 	 In	 fiscal	 year	 2007,	 that	 pay-
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Spill-Free Gaming: 
CONNECTICUT'S CASINOS GENERATE   
FEW ADVERSE SPILLOVER EFFECTS
Connecticut’s experiment 
in casino gaming allows 
us to test for adverse 


















than	 spilling	 over	 to	 the	 rest	 of	 the	













higher	 crime	 rates,	 increased	 traffic	
congestion,	and	lower	property	values.	





SNAPShOTS: BEFORE AND AFTER 
	 Multivariate	regression	analysis	can	
help	 determine	 whether	 Indian	 casi-
nos	 have	 produced	 significant	 nega-
tive	 spillovers,	 and	 if	 so,	 measure	 the	
magnitude	 of	 their	 impacts.	 	 Adverse	
conditions	 such	 as	 crime,	 congestion	
and	 reduced	 property	 values	 all	 have	

















tistics	 before	 and	 after	 the	 advent	 of	
the	casinos.		Using	Census	and	other	
data	 from	 1990,	 before	 the	 casinos	
were	introduced,	and	from	2000,	after	
both	 casinos	 were	 fully	 operational,	 I	
estimated	 regression	 models	 for	 each	
of	 the	 potential	 “spillover”	 variables.	 	
Then	I	compared	actual	with	predicted	
values	for	each	of	these	variables,	and	





Sun,	 to	 see	 whether	 proximity	 to	 the	
casinos	 had	 a	 significant	 impact	 on	
crime,	property	values	or	congestion.
CRIME
	 Consider	 the	 factors	 that	 influ-
ence	 crime.	 	 The	 incidence	 of	 crime	
varies	 positively	 with	 population	 and	
the	 share	 of	 young	 residents	 in	 the	
community,	 and	 negatively	 with	 the	
geographic	 size	 of	 a	 municipality—
younger,	more	urban	areas	tend	to	have	
Using separate estimated 
regressions for crime, 
congestion and property 
values, I compared actual 
with predicted values for 
each variable.
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higher	 crime	 rates	 than	 older,	 more	
rural	 or	suburban	areas.	 	Crime	also	












casino	 gaming	 compromised	 public	
safety.	 	 What’s	 more,	 between	 1990	
and	 2000,	 crime	 dropped	 in	 both	
Ledyard	 and	 Montville.	 	 In	 Ledyard	
crime	 went	 from	 14.3	 incidents	 per	
1000	 residents	 to	 11.9;	 in	 Montville	
the	decline	was	from	19.5	to	15.		But	
with	 few	 exceptions,	 crime	 dropped	
everywhere	 in	 Connecticut	 over	 this	
same	period,	from	a	169-town	average	
of	28.9	to	18.6.		Why?		The	state	aged	
demographically,	 and	 the	 economy	
improved	markedly	between	1990	and	
2000.	 	 Unemployment	 plunged	 and	
town	wealth,	measured	by	the	equal-
ized	net	grand	list,	or	value	of	taxable	




than	 the	 average	 for	 all	 Connecticut	
towns.		Did	the	casinos	bridle	the	two	
towns’	 efforts	 to	 take	 a	 bite	 out	 of	
crime?		
	 To	 test	 this	 possibility,	 I	 added	
to	 the	 regression	 a	 variable	 measur-
ing	 the	 distance	 from	 each	 town	 to	
Foxwoods	and	Mohegan	Sun.		Then	














	 In	 the	 crime	 regression,	 neither	
the	 coefficient	 on	 distance	 nor	 the	
coefficient	 on	 the	 interaction	 term,	






1990.	 In	 other	 words,	 opening	 the	
casinos	didn’t	trigger	more	crime.
CONGESTION AND PROPERTy 
VALUES
	 Much	the	same	story	can	be	told	
about	 the	 other	 “spillover”	 variables,	
congestion	and	property	values.	Town-	
level	 data	 on	 traffic	 congestion	 are	
not	readily	available,	but	a	serviceable	
proxy	 measure	 is.	 	 The	 Connecticut	
Department	 of	 Transportation	 keeps	




more	 likely	 to	 occur	 during	 morn-
ing	 and	 afternoon	 rush	 hours,	 for	
example,	 or	 near	 crowded	 shopping	
centers.		And	the	variables	that	would	
help	to	account	for	congestion	also	do	
a	 good	 job	 accounting	 for	 accidents.	 	
Municipal	population,	the	job	count,	
and	land	area	explain	more	than	86%	
of	 the	 variation	 in	 traffic	 accidents	
across	towns.		Packing	more	residents	
and	more	workers	into	a	smaller	area	
produces	 more	 congestion	 and	 more	
accidents.
	 Despite	 the	 surge	 in	 casino	 jobs	
and	 visitors,	 the	 towns	 appear	 to	 be	
absorbing	the	traffic	remarkably	well.	 	
In	2000,	both	Ledyard	and	Montville	
had	 fewer	 accidents	 than	 the	 sim-
ple	 regresssion	 model	 would	 predict.	 	
For	 Ledyard	 the	 incidents	 totaled	
242,	 rather	 than	 the	 442	 expected;	
Montville	had	497	accidents,	36	fewer	
than	anticipated.
	 And	 for	 both	 towns,	 the	 actual	
less	predicted	accident	count	improved	
between	 1990	 and	 2000.	 	 In	 1990,	
Ledyard	had	94	fewer	accidents	than	
expected,	 as	 opposed	 to	 200	 fewer	
in	 2000.	 	 And	 Montville	 had	 221	
more	accidents	than	expected	in	1990,	
but	36	fewer	than	predicted	in	2000.	 	
Perhaps	 the	 roadway	 upgrades	 that	
accompanied	the	arrival	of	the	casinos	
improved	the	flow	of	traffic,	or	maybe	
the	 towns	 became	 more	 efficient	 at	
managing	congestion.
	 Either	 way,	 there	 is	 no	 evidence	
of	 congestion	 spillover—positive	 or	
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the	 size	 of	 units,	 proximity	 to	 large	
population	centers	like	New	York	and	
Boston,	lower	property	tax	rates,	per	





Ledyard	 and	 Montville	 home	 values	
dropped	 more	 than	 8%.	 	 Unusual?	 	
Not	really.		A	simple	regression	model	
of	 housing	 prices	 based	 on	 the	 key	
determinants	sketched	out	above	pre-





$25,000	 in	 Montville.	 	 In	 1990,	 by	
contrast,	property	values	were	$5,000	
below	predicted	in	Ledyard	and	only	
$400	 above	 predicted	 in	 Montville.	 	




and	 surrounding	 towns	 instead?	 	 A	






Montville	 had	 no	 impact	 on	 home	
prices	 in	 1990.	 	 But	 the	 interaction	
term,	 distance	 times	 year,	 showed	 a	
strongly	 significant	 (at	 the	 1%	 level)	











LIkE A GOOD NEIGhBOR




to	 the	 casinos	 seems	 of	 little	 conse-
quence	 for	 either	 crime	 rates	 or	 the	














secret?	 	 Perhaps	 the	 relative	 isolation	
of	 the	 Pequot	 and	 Mohegan	 reserva-
tions	has	insulated	the	immediate	and	
surrounding	 communities	 from	 the	
negative	 spillovers.	 Or	 maybe	 more	
of	the	patrons	in	Connecticut	are	day	









of	 hosting	 two	 of	 the	 world’s	 largest	
gaming	resorts.
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Connecticut appears to 
have largely escaped some 
of the most feared adverse 
consequences of hosting 
two of the world’s largest 
gaming resorts. 